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The President's Scratch-Pad 


On November 
7, 1942, an Amer- 
ican army landed 
on the coast of 
North Africa and 
opened a new 
chapter in the his- 
tory of World 
War II. For in 
that stroke — per- 
haps the most bril- 
liant accomplish- 
ment of this glo- 
bal war—the people of all nations saw a 
bright light of hope in a gloom that had 
not lifted since the fall of France. We 
in America at last got a glimmering of 
the grand strategy of the war. Our hopes 
are now high, for we feel in our hearts 
that the tide has changed. 

While we all realize that the achieve- 
ment was accomplished directly through 
the superb planning of our military lead- 
ers and the courage of our troops, we 
should remember that it would have been 
impossible without vast industrial effort. 

Ten months ago we would have been 
taxing our imaginations considerably to 
believe that the American industrial ma- 
chine then struggling in the throes of its 
changeover to war production could pro- 
duce before 1943 sufficient material for a 
campaign of such proportions. Reference 
to the newspaper files reminds us that de- 
featism was growing apace in the country 
at that time. Our production program 
appeared to have bogged down. Dollar- 
a-year men were being castigated for ‘‘scl- 
fish interests,” labor unions were lobbying 
for Murray Plans and Reuther Plans, 
agencies were being abolished and two 
new ones created for each one that dis- 
appeared. Dark stories circulated about 
a vast Fifth Column that was promoting 
industrial unrest. We seemed caught in 
a net of selfishness, politics and distrust. 

Yet out of all that moil and toil has 
come the stroke that has turned the entire 
course of the war. It seemed impossible, 
but history shows that hundreds of such 
brilliant achievements were brought forth 
under circumstances just as unpromising. 


ALVIN FE. Dopp 


New Interest in This new turn 


Postwar Adjustments '° the war has 
created revived 


interest in postwar conditions — even 
though we are far from complete victory, 
and years of fighting may still be ahead of 
us. Up until now, all discussions con- 
cerning postwar plans were opened on a 
note of apology. But now that at least a 
way to victory has been shown to us, the 
postwar planner may be expected to speak 
more freely. 

This will be a healthy change, because 
one of the most disturbing factors in this 
connection is management’s own disincli- 
nation to plan and speak forthrightly with 
respect to its postwar problems. There 
appears, in fact, to be a downright timid- 
ity concerning these matters in manage- 
ment circles, a timidity which apparently 
springs from a fear that too active study 
and interest in postwar markets, industrial 
relations problems, etc., would brand an 
organization as opportunistic and selfish. 

However, no one in our Administration 
has said that postwar planning cannot pro- 
ceed simultaneously with the waging of 
the production battle. Management may 
be sure that labor unions and the govern- 
ment itself have their postwar aims well 
defined and are laying plans to fashion the 
shape of things to come; and the danger 
is that the nation is thinking factionall) 
about the postwar world. Our approach 
to the winning of the war may be com- 
pared to the “pincers” movement that mod- 
ern armies employ in taking an objective. 
Labor, management and the government, 
and the subsidiary organizations that com- 
prise these three divisions, are like col- 
umns of troops converging upon an enemy 
position. On the postwar problem, how- 
ever, the columns are moving in parallel 
rather than converging lines, without a 
common objective. 

Burnham, in “The Managerial Revolu- 
tion,” describes a postwar world in which 
capitalism and capitalists will be extinct, 
and the ruling class in society will be the 
managers. Other thinkers foresee a 
world in which labor, strengthened by the 
vast organization efforts begun in the 
1930's, will dictate to management and 
control our basic economic system. 

What does management foresee / 


Lbuwu & Locka. 


BUSINESS 
OUTLOOK 


The prospects for business in Decem- 
ber continue good, -due to tremendous 
governmental spending which in October 
surpassed any previous month on record 
and promises to rise during the remain- 
der of the fiscal year. Civilian purchas- 
ing has also increased, apparently stimu- 
lated by early Christmas buying and by 
the fear that presently available goods 
will become impossible to procure. 
Inflationary Controls 

The government is seeking to control 
the inflationary situation by every avail- 
able means, and the veil was torn from 
the economic shape of things to come 
with the announcement in recent weeks 
of the creation of the Office of Economic 
Stabilization. Meanwhile rumors persist 
concerning forced savings, higher taxes, 
and more stringent manpower controls. 
All together, they point ultimately to a 
system of rigid control, bringing all or- 
ganizations and individuals into the army 
of economic warfare. 


Finance and Production 

Money in circulation—$105.82 per 
capita at the end of October—and bank 
clearings again continued to rise and the 
gap between available income and current 
capital and available consumable goods re 
mained large. There was a 23 per cent 
increase in department store sales in No- 
vember over October. Inventories are 
fast disappearing. 

The security markets continued indiffer 
ent. Total dividends for the first nine 
months of 1942 were off 13 per cent, com 
pared with 1941. 

About three-fifths of our total produc 
tion now goes toward the war effort. Some 
authorities say that although the upward 
trend continues, it is advancing slowly, 
since it is nearing the top. This necessi- 
tates orders’ distribution to those best 
equipped to fill them. 

Farm income increased 37.8 per cent in 
the year. The lure of factory wages, how 
ever, and formerly the hot breath of the 
draft board have dried up the supply of 
farm labor. The dilemma of agriculture 
has finally resulted in calls for the freez- 
ing of farm labor. 








BUSINESS CONDITIONS & FORECASTS... 


VOL. 15, No. 1 


11—PREPARED MONTHLY BY THE AMERICAN 


MANAGEMENT 


ASSOCIATION 





Alexander Hamilton Institute 


Brookmire, Inc. 


Business Week 





General 
Outlook 


With further rises in costs and prices now 
more or less limited by government regulation, 
the outlook for profits next year is not favorable, 
particularly since taxes will be higher. It is ques- 
tionable whether there will be a sufficient increase 
in production volume to offset the effect of 
higher taxes (November 7). 


While business and financial indicators show 
that many cross-currents are operating on the na- 
tion's economy, the fundamental tide continues to 
flow upward as it has since 1938. However, re- 
strictive effects accompanying the concentrated 
attention on armaments are visible (October 27). 


WPB’s new assignment from Stabilizer Byrnes 

-to simplify and standardize to the bone—is a 
directive to speed up an old job. WPB now has 
162 additional orders for standardization and 
simplification in the works and will issue them 
faster than before (November 21). 





Money and 
Credit 


The Federal Government spent more money in 
October than in any preceding month on record, 
and the prospect is that there will be a further 
rise during the remainder of the current fiscal 
year. Money in circulation rose from $102.01 per 
capita at the end of September to $105.82 at the 
end of October (November 14). 





Seourity 
Markets 


The maintenance of the spread between the 
actual market and the computed trend line, coup- 
led with relative strength in the bond market, 
combined to indicate the continuation of the prim- 
ary upward movement of the market, although 
there are some signs of a secondary reaction at 
this point (November 19). 





Production 


Distribution 


Construction 


The upward trend of manufacturing activity, 
which has been in progress without interruption 
since the beginning of the year, reached a new 
peak in September. Production in that month was 
16.9% greater than in the corresponding period 
last year (November 7). 


Data on incomes, bank deposits and currency 
in circulation continue to emphasize the presence 
of strongly inflationary ingredients on every hand. 
It is manifest that the control of the forces of in- 
flation is not going to be easy for the authorities 
(October 27 and November 12). 


If savings run at a normal rate, if sale of war 
bonds doesn’t falter, and if merchants pull goods 
out of inventory, the inflationary gap between in- 
comes and goods will shrink to $10,000,000,000 
or $12,000,000,000. That’s not an awful lot of 
pressure against the price structure (November 
21). 





Stocks have now enjoyed an advancing trend 
for more than six months, and when the extent 
of rise in terms of the leading market averages is 
compared with the more important fluctuations of 
recent years, the showing is rather gratifying. 
However, the market still Jooks undervalued 
(November 12) 


The market as a whole has pretty well demon- 
strated that war news is the big variable in price 
equations. Last week traders were obviously wor- 
ried about the somber news from Guadalcanal. 
When reports brightened up over the weekend, 
the market took on a much happier Jook (No- 
vember 7). 





The breath-taking rate at which the huge arms 
production drive of the nation is accelerating is 
demonstrated by the figure on war expenditures 
for September. It is 10.3% higher than the figure 
for the previous month and 304.8% above that 
for September, 1941 (October 27) 





The value of department store sales showed 
more than the usual an from September to 
October; sales being 23% | arger than in October, 
1941. This was a greater gain than in some of 
the preceding months since sales for the first 10 
months of this year were only 10% higher than 
a year ago (November 14). 





The total of building contracts awarded during 
the first nine months of 1942 was 34.9% larger 
than in the same period last year. In fact, con- 
tracts awarded during the first nine months this 
year exceeded the annual volume in any preced- 
ing year on record (October 24). 


The index of department store sales stood at 
135 (1923-5=100) in September, up 8.0% over 
September, 1941. The index (adjusted) of rural 
sales (general merchandise) was off 5.8% from 
1941 for August, the latest month for which fig- 
ures are available (October 27). 


While readjustment of the civilian economy has 
still far to go, the production program is really 
coming into its own. As the year end approaches, 
output peaks are in sight. Granting that war pro- 
duction may never stop advancing, the cream will 
soon be off the rise (November 21). 





Consumers are not only buying more of every- 
thing they can; they are doing Christmas shop- 
ping earlier this year. The result in recent weeks 
has been a 15 to 20% increase in department 
store sales over 1941. Department store inventor- 
ies, on the decline since July, are now being 
quickly eaten up (November 21). 





Building permits are cut in half, compared 
with a year ago, but building engineering con- 
tracts (Engineering News-Record) for September 
were up 38.7% over September, 1941 (Octo- 


ber 27). 





Agriculture 


Crop estimates by the Department of Agricul- 
ture on the basis of growing conditions October 
1 indicate that the harvest will be the largest on 
record. The Department estimates also that mili- 
tary and leaselend buying of food next year will 
be 50% greater, taking one-fifth of farm pro- 
duction (October 24 and November 7) 


The Department of Agriculture's seasonally 
adjusted index of farm income for August showed 
a rise of 6.9% over the previous month and one 
of 37.8% over August, 1941. Non-farm income, 
meanwhile, rose only 1.4% in the month, 20.5% 
in the year (October 27). 


September-October war expenditures of more 
than $11,000,000,000 included nearly $3,000,000,- 
000 for construction. The four-week daily average 
of engineering construction awards (Engineering 
News-Record) for the latest week for which fig- 
ures are available was $28,129,000 (November 
22). 





The BLS index of domestic farm prices reached 
188.3 (August, 1939=100) 
for which figures are available, a gain of 0.3 


in the latest week 


points over the preceding week. A month ago the 
index figure was 185.5 (November 21). 





Commodity 
Prices 


Labor and 
Wages 


The price index of 28 basic commodities, com- 
piled by the Bureau of Labor Statistics on the 
basis of August, 1939100, rose during the week 
ended November 6 to a new wartime high of 
170.4. Prices in the latest week average 10.6% 
higher than a year ago when the index was 154.0 
(November 14). 





The number of persons employed in the United 
States rose to a new record high of 51,814,000 in 
September. Unemployment was only 1,575,000, 
far below “normal’—the amount which could be 
accounted for by illness and shifting from one job 
to another (November 14). 





The BLS index of 28 basic commodities was 
69.7% above the August, 1939, level on October 
23, up 1% from a month earlier, 11.5% in a 
year. Because of price ceilings, no change was 
recorded in the figure for metals in the month 
preceding October 17. Textiles were off .1% in 
the same period (October 27). 


Moody's spot commodity price index was off 
slightly in the latest week for which figures are 
available—231.8 compared with 233.2 in the pre 
ceding week (December 31, 1931=100). A 
month ago the figure was 233.4; a year ago, 208.8 
(November 21). 





The BLS index of factory employment for Au- 
gust reached 145.3, 2.2% above the figure of 
July and 9.2% dete that for August 1941. Fac- 
tory payrolls were up more sharply, 4.9% in the 


month, 35.6% in the year (October 27.) 


Employers who seek permission of the War La. 
bor Board to grant wage increases on the grounc 
that they are necessary to hold workers are whist 
ling against the wind. Of 5,000 proposals, more 
or less, put up to the Board since October 3, ar 
apparent majority have used that excuse (No. 
vember 14). 





Foreign Trade 
and 
Conditions 








Before the war it was estimated that 60% of 
Great Britain’s food supply was imported, but in 
1942, it is reported, domestic production will 
meet 66% of total demand. Many authorities be- 
lieve that agriculture will be a much larger factor 
in Britain’s post-war economic life than it was 


before (October 24). 








The increasing importance of African mineral: 

-chrome, tin, copper and manganese—mey short 
ly open new avenues of operation for Americar 
business interests working hand-in-hand with the 
government. Chief obstacle will continue to be 
suspicion of previously entrenched imperialis 
interests (November 14). 
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Buying sentiment of consumers and distribu- 
tors grows increasingly liberal, spurred by fear of 
shortages and difficulties in replenishing stocks. 
Heavier ordering enlarged producers’ backlogs 
despite a rise in production of both war and con- 
sumer goods plants. Wholesale prices held about 
steady, slightly below the wartime peak (Dec.). 


This month the Controlled Materials Plan goes 
into effect. Its provisions indicate more clearly 
than any other war measure what the operating 
conditions of civilian business and industry will 
be like. WPB will try to exercise complete con- 
trol over the distribution of steel, copper and 
aluminum and will extend list later (Nov. 15). 


Enormous demands for materials, manpower 
and money are pressing harder on available re- 
sources, and the use of these resources is passing 
more and more under government control. Even 
manufacturers using non-critical materials are now 
meeting difficulty because of labor shortage or 
abnormal labor turnover (November). 
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Bank clearings in 24 cities in October gained 
6% over September; the total of $34,432,012,000 
was 6% above 1941. Business failures increased ; 
the seasonally adjusted insolvency index turned 
upward for the first time since March, rising to 
41.3 from the 1942 low of 37.7 in September and 
48.2 a year ago (December). 


American corporate enterprise saved about 2.6 
billion after taxes and dividends last year (esti- 
mated) and will probably save less this year. Dur- 
ing World War I and for 10 of the next 11 years 
it accumulated about 30 billion of undistributed 
earnings. It drew upon reserves for more than 
that sum in the Depression (Nov. 15). 


Wage controls and the new federal tax law, 
which will extend income taxes to 25 or 30 mil- 
lion persons who have never before paid them, 
are forward steps in the struggle against inflation. 
But whether they will win the battle remains to 
be demonstrated (November). 
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After reaching a new high for the year on No- 
vember 9, stock market prices eased somewhat on 
considerably smaller trading volume. Off from the 
peak of 117.30 the Dow-Jones industrial average 
by mid-November stood at 115.70 and compared 
with 113.55 a month earlier (December). 


A bull market for industrial stocks has been 
under way in London during this war, while un- 
til recently we have been having a bear market 
in this country. It might seem reasonable to infer 
from British experience that a real bull market 
might be getting under way here, but that is not 
yet assured (Novemer 15). 


Of 514 industrial common stocks listed on the 
New York Stock Exchange, 389 paid some divi- 
dends in the first nine months of this year, com- 
pared to 378 last year. But the number of rate 
reductions and omissions outnumbered the in- 
creases and the aggregate dollar total of payments 


declined 13% (November). 
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Industrial activity has advanced about 17% 
since the start of the year and continues to climb. 
Output of durable manufactures is 14 greater 
than at the opening of 1942; manufacture of non- 
durable goods, up 10%, has expanded at a slower 
rate but is also at a new high (December). 


Preliminary figures for September indicate that 
industrial production was a little greater than in 
August. Computations of the Federal Reserve 
Index indicate that about 60% of manufacturing 
output consisted of durable goods. About three- 
fifths of our production now consists of war goods 
(November 15). 


The principle of devoting entirely to war work 
the plants which are able to do that work best 
and concentrating essential civilian production in 
those which could contribute least to the war ef- 
fort—which in Great Britain is general practice 
—is being applied more widely (November). 
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An unusually early start on gift shopping, in- 
creased demand for seasonal merchandise and 
continued stock-up buying in certain lines lifted 
department store volume in October and early 
November about 20% above 1941. The season- 
ally adjusted index of department store sales ad- 
vanced from 123 to 129 in October (December). 


Civilian goods producers are going to be dras- 
tically restricted. It is now proposed to reserve 
for civilian use only 114% of next year’s steel 
output, only 34 of 1% of next year’s copper and 
almost no aluminum. Enough materials will be 
held out to keep trains running and farm imple- 
ments and public utilities operating (Nov. 15). 


Regulation of inventories, which has been no 
more than an effort to keep critical materials mov- 
ing, will soon be extended to limit manufactur- 
ers’ and distributors’ holdings of consumers’ 
goods. Also the effort to ease the demand on 
transportation by limiting cross-hauls will be 
stepped up (November). 
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In reflection of tightening restrictions on priv- 
ate construction, building permits in October 
dropped to the lowest level since early 1935, off 
20% from September and 64% from October 
1941. Construction contract awards were one-third 
larger than last year as war building holds to 
unprecedented levels (December). 





yrices reached 
> latest week 
gain of 0.3 
10nth ago the 
21). 


The Bureau of Agricultural Economics fore- 
casts that by next June two-thirds of this coun- 
try’s total production will be devoted to war pur- 
poses. This means that by next summer the vol- 
ume of goods available to the public will be little 
more than half the quantity available in the 
summer of last year (November 15). 


Shortages of farm labor unquestionably are 
leading to an increasing movement of owners and 
operators away from the farms and to curtailment 
of programs for 1943 crops. In some places crops 
have gone unharvested this year, but many have 
been saved by community effort (November). 
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Commodity prices changed little on average, 
holding slighly below the wartime peak of early 
October. At mid-November the Dun & Bradstrect 
daily wholesale price index was 160.46 compared 
with 159.98 a month earlier and a high of 161.45 
on October 1. Living costs rose slightly in Oc- 
tober, were 8% above a year ago (December). 
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The number of persons working or seeking 
work was slightly smaller than a year ago in Oc- 
tober, U. S. Bureau of the Census estimates. To- 
tal employment at 52,400,000 was 2,200,000 
larger than October 1941; unemployed labor re- 
serves of 1,600,000 were 2,300,000 smaller (De- 
cember ). 


In the first eight months of this year, employ- 
ment in all manufacturing industries, according to 
statistics of the U. S$. Department of Labor, in- 
creased 11% over last year, while total payrolls 
(November). 


increased 36% 
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AMA Conference on Wartime Insurance 
To Be Held in Chicago, December 8-9 


Industrial insurance buyers will meet at the Drake Hotel in Chicago on Decem- 
ber 8 and 9, to exchange experiences at the AMA Conference on Wartime Insur- 
ance. Reginald Fleming, Marsh & McLennan, Vice President of the Association's 
Insurance Division, has announced that the main sessions will be devoted to the prob- 
lems and future of casualty and fire insurance, war damage insurance, present-day plant 


protection, and the future of the insur- 
ance industry. 

These subjects, which were determined 
as the result of a recent survey, will be 
discussed mainly in panel sessions, open 
to questions from the audience, on the 
first day of the Conference and on the 
morning of December 9. 


REGINALD FLEMING 


Speakers who will participate include 
Edward C. Stone, United States General 
Manager and Attorney, The Employers’ 
Liability Assurance Corporation, Ltd., 
Boston; Chase M, Smith, General Coun- 
sel, Kemper Insurance, Chicago; Harry 
L.. Grider, Manager, Western Factory In- 
surance Association, Chicago; J. W. Close, 
Assistant General Counsel, War Damage 
Corporation, Washington; Wendell H. 
Stevens, Vice President, Fred S. James & 
Company, Chicago; Earl W. Harrington, 
Vice President, Manufacturers Mutual 
Fire Insurance Company, Providence; C. 
R. Welborn, Secretary, Underwriters’ La- 
boratories, Inc., Chicago; Richard E. 
Vernor, First Vice President, National 
Fire Protection Association, Chicago; A. 
L.. Brown, Assistant Manager and Chief 
Engineer, Associated Factory Mutual Fire 
Insurance Companies, Boston; and Joseph 
Lump, Fire Chief, Gary Steel Works, 
Carnegie-Illinois Steel Corporation, Gary, 
Ind. 

Hays MacFarland, MacFarland, Ave- 
yard & Company, Chicago, will address a 
luncheon meeting on Wednesday, Decem- 
ber 9, on the subject “Tomorrow's World 
and the Insurance Industry.” Mr. Mac- 
Farland’s findings are based on the re- 
sults of extensive research among insut- 


ance buyers, sellers, agents and brokers. 

At the closing session of the Confer- 
ence on Wednesday afternoon, J. G. Reese, 
Supervisor of Insurance, Consolidated 
Gas Electric Light & Power Company of 
Baltimore, will discuss insurance from the 
buyer's angle and John C. Kemp, Presi- 
dent, John C. Kemp, Inc., New York, will 
speak on the services of the insurance ad 
viser on government contracts. 


AMA CONFERENCE PROVIDES 
HELP FOR VARIED 
PRODUCTION PROBLEMS 

Ways to help in assimilating women 
into factory work and methods that have 
proved effective in reducing absentecism, 
were presented in panel sessions at the 
AMA Production Conference, held at the 
Hotel New Yorker, New York. on No- 
vember 10-11, 

Other round-table discussions consid- 
ered procedures for making suggestion 
systems work and case stories of favor 
able experiences in employing Negro 
workers. 

Individual speeches dealt with such 
problems as production goals for 1942 
and 1943, manpower control, wage stab- 
ilization, the future of the War Produc- 
tion Drive and such practical subjects as 
simplifying the paper work of production 
control, scheduling machines for main 
tenance and maximum use and making 
better use of personnel and materials. 

More than 800 works managers, per 
sonnel and employment managers, sug 
gestion system managers and controllers 
as well as representatives of top manage- 
ment attended the conference. 





Heads Finance and Accounts 


HENRY C. PERRY 


Henry C. Perry, recently elected AMA 
Vice President in charge of the Division 
of Finance and Accounts, is a leader in 
financial management and for nearly a 
quarter century has been employed by the 
Heywood-Wakefield Company of Gard 
ner, Mass. He is now Secretary, Treas 
urer and a Director of this firm which ts 
the oldest and one of the largest manu 
facturers of furniture and allied products 
in the United States. 

Prior to his employment at Heywood 
Wakefield, Mr. Perry served as Chief Ac 
countant of the American Thread Com 
pany in Holyoke, Mass. and as Assistant 
Treasurer of the Noiseless Typewriter 
Company of Middletown, Conn. During 
World War I he was contact representa- 
tive for the Ordnance Division at the 
United States Cartridge Company in 
Lowell, Mass. 

Mr. Perry was formerly National Press 
dent of the Controllers Institute of Amer 
ica, and Chairman of the Accounting 
Committee and a Director of the National 
Association of Furniture Manufacturers. 
He is a member of the Advisory Council 
of Nichols Junior College, Dudley, Mass. 


War and Postwar Sales Problems To Be Featured at 


AMA Marketing Conference in Chicago, January 14-15 


Council planning sessions are now un 
der way for the AMA Marketing Confer- 
ence which will be held at the Drake 
Hotel in Chicago on January 14 and 15, 
1943. 

These sessions are being held under 
the guidance of Leonard J. Raymond, 
President of Dickie-Raymond, Inc., Bos- 
ton, AMA Vice President in charge of 
Consumer Marketing and J. H. Macleod, 
Vice President, Sales Division, The Hinde 
and Dauch Paper Company, Sandusky, 
Ohio, Vice President of the Division of 


Industrial Marketing of the Association. 
They have announced that the follow 
ing subjects are being considered for dis 
cussion at the Conference: maintaining 
the sales organization, planning for the 
postwar sales structure, rationing and 
consumer habits; industry concentration ; 
products, prices and sales policies under 
OPA; technology and postwar products: 
maintaining dealer relations; allocating 
merchandise among consumers; covering 
sales territories; population shifts and in- 
come changes and wartime advertising. 
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